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O R D E R  

On November 5 ,  1985, Henderson-Union R u r a l  Electric 

C o o p e r a t i v e  ("Henc2erson-Union") f i l e d  a coinplaint aga ins t  K e n t u c k y  

Ut i l i t i es  Company ("KUA) a l l e g i n g  that KU is p r e p a r i n g  t o  s u p p l y  

e lectr ic  service t o  a group of o i l  we l l s  that h a v e  been s e r v e d  by 

Henderson-Union s ince  1951. Henderson-Union requests t h e  

Coimnission to p r e c l u d e  KU froin serving the o i l  wells and t o  revise 
t h e  cer t i f ied t e r r i t o r i a l  maps to re f lec t  the e x i s t e n c e  of 

Henderson-Union ' s  d i s t r i b u t i o n  l i n e  alleged to  be omitted t h r o u g h  

o v e r s i g h t  and i n a d v e r t e n c e .  
1 

The a n s w e r  al leges t h a t  KU h a s  t h e  e x c l u s i v e  r i g h t  to serve the 

o i l  w e l l s  based o n  t h e i r  l o c a t i o n  w i t h i n  KU's certified t e r r i t o r y  

and denies t h a t  a n y  g r o u n d s  e x i s t  to  j u s t i f y  a r e v i s i o n  t o  the 

certified territory boundary inape. 

On December 2 ,  1985, KU f i l e d  a n  a n s w e r  a n d  c o u n t e r c l a i m .  

Upon Henderson-Union ' s  motion to strike, the Coirunisaion 
dis in issed KU's c o u n t e r c l a i m  by O r d e r  e n t e r e d  January 3, 1986. 



A h e a r i n g  was h e l d  a t  t h e  C o i ~ n i s s i o n ' s  o f f i c e s  i n  F r a n k f o r t ,  

Kentucky,  o n  J a n u a r y  7 ,  1966. The p a r t i e s  s u b s e q u e n t l y  f i l e d  

b r i e f s  and  t h e  case h a s  b e e n  submi t ted  for a d j u d i c a t i o n .  

STATEMENT OF FACTS 

Henderson-Union began p rov id ing  e lectr ic  s e r v i c e  i n  1 9 5 1  to a 

c l u s t e r  of approximately 1 9  o i l  w e l l s  i n  t h e  area w e s t  of Sebree 

i n  Webster C o u n t y ,  Kentucky.  The number of wel ls  se rved  v a r i e d  

d u r i n g  t h e  1950's but has r e m a i n e d  r e l a t i v e l y  constant since 1959 

a t  4 t o  5 .  T h e  p r e s e n t  c u s t o i n e r  o p e r a t i n g  t h e s e  w e l l a ,  B a l d w i n  h 

B a l d w i n ,  has one  d e l i v e r y  p o i n t  a n d  ineter. A l l  of t h e  w e l l s  a r e  

s e r v e d  t h r o u g h  t h i s  one ineter by Baldwin  & B a l d w i n ' s  own 

e lectr ical  d i s t r i b u t i o n  systein. 

As a r e s u l t  of probleins created by v o l t a g e  f l u c t u a t i o n s ,  

Baldwin  6 B a l d w i n  r e q u e s t e d  Henderson-Union i n  t h e  suinrner of 1985 

to inove its d e l i v e r y  p o i n t  closer to  t h e  cluster of w e l l s .  

Henderson-Union t h e n  d e t e r m i n e d  t h a t  a l t h o u g h  i t  h a d  b e e n  s e r v i n g  

t h i s  load s i n c e  1951, t h e  cer t i f ied  t e r r i t o r i a l  b o u n d a r y  maps, 

prepared i n  c o m p l i a n c e  w i t h  KRS 278.017, showed t h i s  c u s t o m e r  t o  

be i n  KU's t e r r i t o r y .  Henderson-Union c o n t a c t e d  KU i n  a n  attempt 

t o  resolve t h i s  s i t u a t i o n  b u t ,  b e i n g  u n a b l e  t o  r e a c h  an a g r e e m e n t ,  

s u b s e q u e n t l y  f i l e d  t h i s  f o r m a l  c o m p l a i n t .  

Henderson-Union ' s  e x i s t i n g  p o i n t  of d e l i v e r y  is a t  t h e  end of 

a t h r e e  phase d i s t r i b u t i o n  l i n e  located almost 1100 feet w i t h i n  

KU' s t e r r i t o r y .  To s o l v e  t h e  cuutoiner'8 v o l t a g e  f l u c t u a t i o n  

problarns, Henderson-Union proposed t o  e x t e n d  its e x i s t i n g  

d i e t r f b u t i o n  l i n e  1400 feet so t h e  d e l i v e r y  p o i n t  w o u l d  be w i t h i n  

t h e  c l u s t e r  of wells. KU a l r e a d y  h a s  i n  place a t h r e e  p h a e e  
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distribution line adjacent to the wella. KU would be able to 

provide sufficient electrical service by extending its line by 

one pole. 

DISCUSSION OF ISSUES 

This controversy raises issues under the 1972 statutes 

establishing certified territorial boundaries for electric 

utilities, KRS 278.016 to 278.018. Menderson-Union claiins that  

despite the customer's location within KU's service area8 KRS 

278.018(4) precludes KU froin extending service to the customer. 

KRS 278.018(4)  provides that: 

[Nlo retail electric supplier shall furnish, make 
available, render or extend retail electric service to 
any electric-consuming facility to which such service is 
being lawfully furnished by another retail electric 
supplier on June 16, 1972, or to which retail electric 
service is lawfully coininenced thereafter in accordance 
with this section by another retail electric supplier. 

Henderson-Union's position is KRS 278.018(4) is an expressed 

legislative recognition that the continuation of existing customer 

relationships should take precedent over the  establishment of 

certified territorial boudaries. 

Each electric utility's territorial boundaries were 

established as "lines substantially equidistant between its 

existing distribution lines and the nearest existing distribution 

lines of any other retail electric supplier in every direction." 

K R S  278.017(1). The  C o i n m i s s i o n  directed the proparation of maps 

to show each utility's boundary so established. KRS 278.017(2) .  

Henderson-Union claiins that its certified boundary as established 

in 1972 was erroneous  in that through oversight and inadvertence 

its distribution line serving Baldwin & Baldwin was omitted. 
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Henderaon-Union seeks authority to redraw its boundary to reflect 

this distribution line. 

KU argues that the Coimnission should not place a literal and 

narrow interpretation on KRS 278 .018(4 )  as requested by 

Henderson-Union because to do so would permit the original 

supplying utility to construct extensive new facilities in the 

certified territory of another utility. 

RU's position is that this controversy should be decided 

pursuant to KRS 278.018(3) which provides that: 

The coimnission may, after a hearing had upon due 
notice, make such findings as may be supported by proof 
as to whether any retail electric supplier operating in 
a certified territory is rendering or proposes to render 
adequate service to an electric-consuming facility and 
in the event the coinmission finds that such retail 
electric supplier is not rendering or does not propose 
to render adequate service I the coinmission inay enter an 
order specifying in what particulars such retail 
electric supplier bas failed to render or propose to 
render adequate service and order that such failure be 
corrected within a reasonable tiiner such t h e  to be 
fixed in such order. If the retail electric supplier so 
ordered to correct such failure fails to comply with 
such order, the coininission inay authorize another retail 
electric supplier to furnish retail electric service to 
such facility. 

KU claiins that the evidence supports the findings that 

Henderson-Union' s existing service is inadequate and that KU can 

provide adequate service at a lower cost investment in new 

facilities than Hendorson-Union. 

KU presented extensive testimony and argument on the 

existence of prior territorial disputes between itself and 

Henderson-Union. These disputes involved questions of whether a 

utility is entitled to continue serving a customer whose load has 

migrated froin within the serving utility's certif ied territory to 
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another terrltory. K U  argues that these situations occur with 

some frequency and that the Commission should take this 

opportunity to set forth definitive guidelines to be applied to 

any such future controversy. 

KU strenuously argues that no basis exists for the Coininission 

to refonn the 1972 territorial boundary map. KU claims that the 

inap w a s  jointly agreed to by Henderson-Union and KU, s igned by a 

representative of each utility and filed with the Coinmission. 

Further, KU claims that the ultimate purpose of preparing 

maps was to evidence each utility's certified boundaries, not its 

distribution lines. This claim is supported by the Coininission's 

1972 instructions to electric utilities regarding the preparation 

of the boundary maps. One of those instructions provided that 

"maps that contain agreed boundaries need not show distribution 

lines." KU also notes that the boundary reformation sought by 

Henderson-Union is based on the location of customer owned 

distribution lines in addition to those of Henderson-Union. 

FINDINGS AND CONCLUSIONS 

Based on the evidence of record and being advised, the 

Commiss ion  is of t h e  opinion and hereby finds that Henderson-Union 

was providing service to the electric-consuming facility now owned 

by Baldwin h Baldwin prior to the 1972 enactment of the 

territorial boundary statute. Henderson-Union is granted specific 

authority pursuant to KRS 278.018(4) to maintain service to this 

facility to the exclusion of any other utility. Consequently, 

Henderson-Union has an unqualified right to continue serving this 

olectric-consuining facility. 

-5 -  



The Coininission f u r t h e r  f i n d s  t h a t  KRS 278.018(3)  is n o t  

appl icable  to  t h e  f a c t s  of t h i s  case. KRS 278.018(3) a p p l i e s  o n l y  

when a u t i l i t y  f a i l s  t o  coinply w i t h  a Cotmc!ission O r d e r  s e t t i n g  

f o r t h  remedial  measures n e c e s s a r y  for s u c h  u t i l i t y  to  r e n d e r  

a d e q u a t e  s e r v i c e .  Henderson-Union  c o u l d  n o t  f a i l  to  coinply w i t h  

s u c h  a Coininission O r d e r  s i n c e  there  h a s  n e v e r  b e e n  one .  

Benderson-Union  h a s  a t  a l l  times proposed t o  r e n d e r  a d e q u a t e  

s e r v i c e  t o  Ba ldwin  & Baldwin  s u b j e c t  o n l y  t o  r e s o l u t i o n  of t h i s  

t e r r i t o r i a l  d i s p u t e  by t h e  Coinmission. 

KU s u p p o r t s  i ts  r e q u e s t  for g u i d e l i n e s  by  r e c i t i n g  three 

pr ior  b o u n d a r y  d i s p u t e s  w i t h  Henderson-Union .  A l l  of those 

d i s p u t e s  i n v o l v e d  s i t u a t i o n s  w h e r e  a custoiner's load  migrated from 

o n e  u t i l i t y ' s  s e r v i c e  t e r r i t o r y  i n t o  a n o t h e r .  I n  e a c h  caser KU 

and Henderson-Union w e r e  a b l e  to resolve t h e  d i s p u t e  by 

d e t e r m i n i n g  t h e  new p o i n t  of d e l i v e r y  and r e f e r r i n g  t o  t h e  

t e r r i t o r i a l  b o u n d a r y  inap. These c o o p e r a t i v e  e f f o r t s  o b v i a t e d  t h e  

need f o r  a d m i n i s t r a t i v e  a c t i o n  by t h e  Coinmission. 

The case now p e n d i n g  is d i s s i m i l a r  to  t h o s e  prior d i s p u t e s .  

Ba ldwin  & B a l d w i n ' s  l o a d  h a s  n o t  migrated. The c l u s t e r  of o i l  

wells now b e i n g  s e r v e d  h a s  b e e n  t h e  o n l y  c l u s t e r  served f o r  over 

25 y e a r s .  The w e l l s  h a v e  a l w a y s  b e e n  s e r v e d  by  Henderson-Union  

and h a v e  a l w a y s  b e e n  located i n  KO's c e r t i f i e d  t e r r i t o r y .  Undsr  

t h e s e  c i r c u i n e t a n c e s ,  t h e r e  is no  neeU t o  d e t e n n i n e  t h e  custotner's 

p o i n t  of d e l i v e r y  s i n c e  KRS 2 7 8 . 0 1 8 ( 4 )  p r o h i b i t s  a n y  r e t a i l  

e lectr ic  s u p p l i e r  o ther  t h a n  Henderson-Union  froin p r o v i d i n g  

s e r v i c e  t o  t h i s  f a c i l i t y .  
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The Coinmission declines KU's invitation to turn this case 

into a generic proceeding for the adoption of mandatory guidelines 

for the resolution of future territorial boundary disputes. The 

territorial boundary statutes have worked efficiently and reason- 

ably since their enactment, in particular due to KRS 278.018(6) 

which authorizes electric utilities to allocate territories ainong 

themselves by contract The Coinmiasion recognizee and coininends 

the efforts of electric utilities to work together in a spirit of 

cooperation to achieve the statute's laudatory goals of an orderly 

development of retail electric service, avoiding wasteful duplica- 

tion of distribution facilities, avoiding unnecessary encumbering 

of the landscape, preventing the waste of inaterials and natural 

resources, satisfying the public convenience and necessity and 

ininhizing disputes between retail electric suppliers. 

Even if KU had been able to deinonstrate the need for guide- 

lines to administer KRS 278.016 to 278.018, this would not be the 

proper forum for their adoption. The Coinmission has before it 

only 2 of 29 affected electric utilities. 

The Coxmnission further finds that Henderson-Union has  f a i l e d  

to carry its burden of proof to justify a revision of the 

territorial boundary map. There  is no evidence to deinonstrate 

that Henderson-Union's distribution line serving Baldwin 6 B a l d w i n  

was tnnltted due to oversight or Inadvertence. On t h e  contrary, 

the authorized signature of Henderson-Union on the mapl coupled 

with the Coimnission's 1972 guidelines eliminating the need for 

distribution lines when boundaries can be mutually agreed to, 
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indicates t h a t  t h e  map accurately reflects the boundary as agreed 

to by Henderson-Union. 

I T  IS THEREFORE ORDERED that: 

1. Henderson-Union be and it hereby is authorized to extend 

its d i s t r i b u t i o n  line to continue providing retail electric 

service to the electric-consuining facility owned by Baldwin & 

Baldwin. 

2. Henderson-Union's request to revise the territorial 

boundary map be and it hereby is denied. 

3. KU's request to render retail electric service to 

Baldwin E, Baldwin be and it hereby is denied. 

Done a t  Frankfort ,  Kentucky, t h i s  8th day of July. 1986. 

PUBLIC SERVICE COMMISSION 

ATTESTi 

Secretary 


